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The Hororable William Proxmire T £t e s - _
United States Senate BEST DUCURENT AVAILABLE

Dear Senator Proxaire:

Your letter of August 23, 1974, requested that we (T)[;eview 5/£y
the Farmers Home Administration's (FmHA) practices concerning 3
credit reports for mortgage [housing) loans and agricuitural (farm
operatings Iaangq {2} determine whether there were differences in

the rates of defsult between these types of loans, and {3) deter-

mine whether losses on ezaricultural Toans could be reduced if FmHA
required credit reports before making such ioans.

In his letter to you, your constituent, Mr. Don Ogden, expressed
concern that FriA required credit reports on housing loans but not
on fa.n operating loans., He said that he had learned that FmHA
field offices were not authorized to order cred-t reports cn farm
operating loans.

We discussed these matters with FmHA officials and reviewed
various FrHA regulations, instructions, and other pertinent data at
tmHA headquarters. On September 11, 1974, we told vour office of
our preliminary findings and agreed to furnish you a letter surmarizing
this info.mation.

FridA'S PRACTICES 1IN OBTAINING CREDIT REPORTS

FmHA instructions authorfze county and assistant county super-
visors to obtain credit revorts from credit reporting companies for
both housing and farm operating locns. FrmHA uses credit reporting
companies selected by the Department of Housing and Urban Develop-
ment each year on & bid basis. For Tiscal year 1975, contract costs
for such reports range from $5 to $9. Enciosuce I shows the type of
information FmHA requires contractors to provide for credit reports
on individuais.

Accurding to FmHA officials, credit reports for housing Toans

are generally obtained from credit reporting companies; for farm
operating loans, FmHA county supervisors generally make the credit
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analyses themselves. However, the officials said that county
supervisors sometimes obtain credit reports for farm operating
loans from credit reporting companies when they Selieve circum-
stances warrant them. For exampie, tha officials said a credit
report might be obtained if the loan applicant was new to the
area or was a questionable risk.

FmHA officials safd that county supervisors, who receive
tralning in making credit analyses, generally make the credit
analyses for farm operating loans because they must rot only cbtain
information on applicants' credit histories, which credit reporting
companies obtain on housing loans, but must also determine whether
the enterprises will be profitable and yroduce enough income to
repay the loans. FmHA instructions provide for the additional
determination on a farm operating loan application to help insure
the enterprise's repayment capability.

The instructions state that, when the county superviscr
reviews a farm operating loan application, he is to vzrify the
fnformaticn fuinished Uy wie appiicant ang oprain the additional
infr;mation needed to properly evaluate the applicant's qualifica-
tiens and cradit needs. This may include verifying information
with informed sources, such as creditors, bankers, merchants,
employers, and landlords, and alsc visiting the &ppiicant's farm.
The courty supervisor usually at least is to obtain information
concerning the applicant’s

--reputation for honesty ard for meeting finarcial
obligations,

--financial condition,
--farm background and experience,

--farm ({its size, quality, and suitabiiity for thre
use proposed),

--gther resources, and

--health.

Along with the appiication, the atuve information is given to
the FmHA county committee--consisting of three persons who know
1ocal farming and credit condftions--which determines whether the

applicant {s eligible. If the committee determines an applicant
eligible, he is to develop, with the county supervisor's assistance,
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a farm and home plan (see enc. II) to help make ~he sest use of
land, labor, livestock, capital, and equipment. The plan is to
guide the applicant in operating the farm and to help insure that
he will have enough income to meet operating and living expenses
and to repay the loan and other debts.

DIFFEREKRCES IN DELINQUENCY RATES

FmHA headquarters office records or loan repayment delinguen-
cies--technically, borrowers who are delinquent are in default of
their loan contracts--showed that, as of June 30, 1974, about 8
percent of FmHA's housing loans and about 15 percent of its farm
operating loans were in a delinquent status. According to FmHA
officials, data on the number of FmHA loans which have been fore-
closed would have to be obtained from the more than 1,700 FmHA
county offices.

FmHA officials said that housing and farm operating loans
were quite different and, therefore, comparisons between the delin-
qucncy rates of the two programs were not very meaningful. lhey
said that farm operating loans were generally Vcr income-producing
farming enterprises whose repayment capabilities were arfected by
climatic conditions and by the prices of goods bought and sold.
ARpplicants for housing loans, however, jenerally must have a
relatively stable 1ncome which is adequate to repay the loan.

According to FmHA officials, the difference between the
dalinquency rates of the two types of loans is nit necessarily
attributable to the different sources of credit analyses, but
instead to differences in loan purposes and, consequently, the
degree of risk {nvolved. Some other agricultural loans--such as
farm ownership loans--for which credit analyses are also generally
made by county supervisors have a lower delinquency rate than the
housing loans. As of June 30, 1974, the delinquency rate for farm
ownership loans was about 6 percent.

REDUCING LOSSES GON LOANS

Your request that we determine whether losses on agricultural
Toans could be reduced 1f Fr#HA required credit reports before making
such loans apparently followed irom Mr. Ogden's statement that FmHA
did not require credit reports on farm cperating loans. As discussed
on page 1, FmHA reguires the county supervisor or a credit reporting
cempary to make a credit anmalysis on each farm operating loan.
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Even if information on the sources of the credit analyses on
delingquent or foreclosed farm operating lozns were obtained, it
would be extremely difficult to associate any differences in
delinquency or foreclosure rates with sources of the credit analyses
because of the other factors--particularly crop and livestock pro-
duction and market conditions--that can affect the repayment of
farm operating loans.

As requested by your office, we have not obtained formal
commants on this report from the Department of Agriculture.

ancerg?y yours,

tae tay Comptroller General
of the United States

Enclosures - 2
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Enclosure [

I'm HA Instruction $13.2
Exhidit &

STANDARD FACTUAL DATA REPORT

{No reierence shall be made in thia report to rac:, creed, color, or
national origin. )}

1-A. Do name and address agree with information 1-A,
shown on request for report? If not, explain

below
B. Approximate age of subject B.
C. farital status - number of dependents C. Dependents:
D. Lergth of time married D.
E Did you learn of any separation or divorce E.
2-A. Name of employer Z2-A.
. Position held - length of present employment B. Years

B
C. Has his employment status changed within the C.
past two years?

A. Name of Wife's employer i-A,
B. Positicn held - length of present employment B. Years
C Has employment status changzed within the past C.

two years?

REMARIS: 1. Amplify his business histori. (7his report shall centain
information as to the subject’'s previous empl yment status, locaticn.
and saiary, if there has been a change i employment status within th«
past two years.,}

2. The reporting bureau certifies that: (a}/Fpublic records
have been checked for suits, judgments, foreclosures, garnishmenzs,
bankruptcies, and otherlegal acuons involving the subject with the
results indicated below; or, (b)/ equivalent information has been
obtained through the use of a2 qualified public records reporting servius
with the results indicated below. (Give details). (The records of real
estate transfers which do not involve foreclosure may be excluded!.

3. The reporting bureau certifies that the subject's credit
record in the payment of bills and other obligations has been checked:
{a} /7 through the credit accounts extended by the desiygnated cred:t
grantors under the Classes and Trades identi{.ed in the contract for

(5~15-74) PN 413
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Enclosure 1

FmHA Instruction 410, 2
Exhibit B
Page 2

the community in which the subject resides witn the results indicated below;
or (b) /~—ythrough accumulated credi: records of such credit grantors of the
community in which the subject resides, with the resuits indicated below.

Kind of Selling High Owing Past Monthly Paying
Business Credit Due Installments Record

Report for:

Prepared by:

Name of reporting bureau City State

o Co

SEST DOCUMENT AYAILABLE
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FORM APPROVED
USDA-FHA Posmson 3 OMB NQ. 40-RI077
Form FHA 431-2 couNTY —_
"
(Rev. 12-1-72) FARM AND HOME PLAW Enclosure II
#AME OF HUSBAKD iWE oF mre T KOORESS
|
AZES OF PERSONS | HUSBAND | WIFE SONS OMUGHTERS: OTHERS | TOTAL ACRES CROP ACRES  CPERATED L] YES  WRITTEM[ ] YE3
1N ¥OUSEKOLD 1# I {0WNED: (RENTED) (OBRED; (REVTED) SAME FARM T1ho . teastr [Jwo
TERMB OF WrsE e Tekies or tese
- i
s s — :::.:!- == ‘—..l—!'.i
A. FINANCIAL STATEMENT AS GF . 19
__ PROPERTY OWHNED DEBTS OWED
REAL EBTAYE (LUCATIONS: MRS vRUE RAME AXD ADORESS OF lmu. Dyt INT!RiST ANNUAL :  ABR3UNT UNPAID
e '3 CKEDITCR | DA IKSTA. ' OENNQ | BALANCE
U@ ON REAL ESTATI:
OTHER REAL ESTATE
TOTAL REAL ESTATE s
LIVESTOCK: k0. VAT
Llme HELD fOR SALE 1
DAIRY COWS TOTAL LidS ON & E
BEEF COWS . mumﬂmmm%gi _g;,,y’@m Z N
OTHER CATTLE | s i 3
BROOD SOWS AND GILTS ! i
T
OTHER HOGS i
EwES i 1
OTHER SHEEP ;
POULTRY : ;
oo YoTALuvEsTOCK L i s 1 NS SRR TR SR SOV S
mackingRy sno Equemenn RiEE RETiamte £ b | L L
TRUCKIS X | [
YR . . MAKE $ i S
TRACTOR(): j ' {
YA MAXE ;| -
MAIOR 1TEMS OF EQUIPMENT ' '
$ s 3 J

_ OTHER FARM SACHINERY

TOTAL HACHIGREIRY MD EQUIFEENT

zds Is

TAXFS DUE: REAL ESTATE &._____._ PERSONAL &

OTRHER PERSONAL PPROPERTY:

| INCOME & SOCIAL SECURITY &~ _ TOTAL TAXES DUE | § :
_CRIPS MELD FOR SALE ALL OTHER DESTS (DOCTGR, BTOPL, ETC.. DISCRISL) bt e
GROWING CROPS ‘g
FLED {
"SEED AND SUPPLIES
AUTC- YR AKE ] '
"THOUSZKOLD GOODS .y -
CASH ON HAND i
T BONDS AND INVESTMENTS ’; : %:« |
ACCTS OWED US—COWEETIBLE b, o5 X
TotaL omes romeorar eroe. i 51
¥

_ .. TOTAL PROPERTY OWRIDEZ m§§ 3

TOTAL GTHER DESTS
TOTAL ALL DESTS |3
1. TOTAL OF CASH ON MAND, CROPS AKD LIVESTOCK KELD FOR .MMEDIATE SALE, AND IMCOME TO BE RECEIVED IN
IISRED!ATE FUTURE
7. DEBTS AND EXPENSES WZ WILL PAY FROM AROVE CASH AND INCOME (Hemize) ; A
: —_
3. CASM CARRY-OVER FOR NEXT YEAR'S OPERATIONS AFTER PATING THESE DESTSY 'y
I BESINRING OF YEAR -«  EMD OF YEAR VINCREASE DR DICREASE
4 NMET WORTH (TOTAL PROPERTY OWNED MINUS TOTAL ALL DEBTS) s 3 s
5. “{QOTAL LAND DEBT ;
6 TOTAL DEBTS OTHER THAN LAND s s s
PERIOD COVERED BY FLAK: room | 19 o L on
3 FHA

43i-2 (Rev. 12-1-72)

ayTRY LR noa 1830



Enclosure II
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Enclosure Il

D. IMPROVEMENTS AND KEY PRACTICES—FARK, HOME, AND FINANCIAL MANAGEMENT

CROPS. SOIL LIVESTOCK, FIRANCIAL EAA~ICHENT, WMAIMTENARCE, REPAIRS; FOOD FROOUCTICH
D CORSETVATION, NEALTH, WOME, CNVIRGWSENTAL. CORMUNITY 460 o | WhE rot SOUMED L aceoaents
ATNTIES, E5C. B | |
i i
.......... e aevaerescarrens e P, - . 4 conaman .-
!
15
- ; S
{
. +
TYPL OF ANALYSIS ¢ ) MONTH H
E. FARILY LIVING AND INSURANCE
WE PLAN TO PRODMCE, PROCESS, AND USE FOR OUR FAMILY:
TER L ACTUAL e s | oaoTua
MILK (GAL) GARDEN (520) ‘
EGBS (DO CARNED AND FROZEN: ! ;
POULTRY Ge0) VEGETABLES (QT) :
PORK (LIVE WT.48) FRUITS (QT) !
BEEF (LIVE WT L8) DAY STORED .EGSTABLES (BU) '
i
OTHER MEATS (LIVE WT.18) ORY STORED § RUSTS (2U.) i !
L
TOTAL CADM YALUZ OF FOOD ASTUALLY PRGOUCED AMD/OR PEOCESIID FOR WOME USS § N
FACE VALUE FACE VALGE
TYPE 05 (SSURANCE TYPE OF ISBUBARCE —
PRLSENT | PLAN AcTUAL PRESENT |  PLAR 2CTURL
OWELUNG s s 'y UfE $ '3 s
OTMER REAL ESTATE HEALTH !
CHATTELS HOUSENOLD GOOOS ;
$ARH LABILITY auTo |
—
RUNNING WASHING '
creen e WATER [ rermicenaton ACHINE [} reePHone {71 sewing mrcHiNe
A
FuLL HOM TELEVISIO!
O =& FREfIEN (] omver [J s [} waTER HeaTER
e=
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Enc]os_;g II

F. CASH FAMILY LIVINQ |
1312527 1

HOUSEHOLD OPNG. ... ceememne
FUOD 118 LUKCHES...

OTER
CRIoiT
F i

Mazesy

H. CAPITAL EXPERDITERSS o

WEERED |

‘rwuscu ACTEN,
DPtRses | DrEeer

CLOTH., PERS. CARE ... oo

HEATH.___

HOUSE BEP2:& AND SANITATICR
SCHOL

CHUBCH, BECEATION

PERS, HESTRANCE

TRANSPORTATION

FURNITURE & OTHLY.,
TOTAL

€. C4%H AN COTRATER
roas

HIRED ARG,

HACKINIRY SZPAIR

FARM BUABITS & FUNCE RIPAIR AR GPERATING
INTIRZET GAPITAL EXPESDITURTE
et _ TOTAL | § i SO IE OO
o \ SEMMARY 67 VEAR'S BG5S B rax | oACTaML
< 23] L CROP 1IRCOME (Table 8)
FERTILIICE 2. UVESTOOK I8008E ‘Taole €Yo o . .. d8 ____le. ..
PESTICIDES & SPRAY DWTTHISZS 3. COMSERVATION FAYMERTS ASD OTHER FARM KA.
o survnicy & TOTAL CASY PARS DOOAE (1, 2ead S8 .08 .|
LIVES"OCE ERPENSE 8. CASH PASSS CPERATING EXPEXSES (Table G)... ._.
mac wser wem .. . I & RET CASK FR2D) IBODMET (4 Misas 3V ___] S I
UL ARD SR, 7. COMFARE LEONE !
PERBDHAL PIIP. TAX £ YOTAL BST 650 FASS) & EOSFARR IRO0ME (6 Piss 7) . e | S
REA ISTATE TAXS 0. CASH FANEY LIV} EPDREIS (Telle P) .
WATER CHARSEY 10, BET CASH LELOUT (8 Aisas §)
PROPEITY -EBUIRANCE . 1%, CASH CASEY.QVER (Psge I, Lime 33 e e
AUTO B TRAR DXPLISE 12, LOANE A5DD CTHER CRERST (Table 3} o oo R T SR ¢ S
tTILTES 19, INTEESET (Toble G} —
18, TOTRA AVAILASAR (20, ff, L. ead 13). JE 3

. 15, COTAL DFERDIVES (Tubls 5) .
CURREXS 0PRQ. BILLS TABLZ A .| . BALARCT FIESUBU (36 Mioos (5] oecanees oo S W

TOTAL 117, 62088 casA WELHL (6 Pler ). sl

K. CEBT REPAYMENT
AMOUNT DUE na : seTUSL
O WHOM OWED THI YIAR | POR D IR, I asoiws
QIR ARD IHT., IO BE FAD CATE SCURCE CF RS f PAID
[ TP § 3 . .8 ——

.QWE AXS SOCIM SECUTITY TARES

TOTAL |3
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